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Internal Service Charges

Internal Service Funds account for the services delivered by the City’s support departments to operating
departments. These services are funded by Internal Service Charges (ISCs), which are collected from
operating funds. Internal Service Charges are collected for the following services:

Department Fund Internal Service

Office of Governance & Management Administrative Services Fund  City Administration

Citywide Services Administrative Services Fund  Citywide Services

General Support

Equipment Replacement Fund Vehicle & Equipment Replacement

Computer Replacement

Community Livability Administrative Services Fund ~ Community Livability
Information Tech Services Administrative Services Fund  Information Tech Services
Finance & Management Services Facilities & Fleet Fund Property Management

Public Safety Building Roof Debt
Vehicle Maintenance

Vehicle Fuels

Administrative Services Fund  Financial Services

Utility Billing

City Attorney's Office Legal Services Fund Legal Services

Liability Management Fund Liability Management

Economic Development General Fund Economic Development

Community Development General Fund Community Development

NOTE: The City started using a new Chart of Accounts structure in fiscal year (FY) 2019/20. Several
funds, departments and divisions were restructured and certain revenue and expense items were
recategorized. As a result, comparisons with prior years may be difficult. Please refer to the Budget
Message section of the FY 2020/21 Proposed Budget document for further details regarding account
structure changes, and to the Revenue Information and Expenditure Information sections for additional
details regarding year over year budget comparisons.
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Summary

The intent of this manual is to explain the calculations behind the distribution of ISCs each year. This
process requires several steps:

e Evaluate and update the drivers used to allocate the charges. These drivers are designed to
approximate actual internal service use when possible.

e Identify other resources to support the internal service departments. These could include
grants, interest income, or reimbursements.

e Determine the cost of the internal services delivered.

e Calculate the net amount that must be collected from operating departments to maintain the
City’s support services (other revenue subtracted from service costs).

e Allocate the remaining service costs across operating departments based on the drivers.

Drivers

Driver data is typically based on service data from a time period: the last completed fiscal year (in this
case FY 2018/19), a single point in time (e.g. July 1), or on budgetary information for the current fiscal
year (in this case FY 2019/20). For some instances, data may be based on a rolling three-year average in
order to smooth out the impact of special projects or unusual circumstances. The Designated Purpose
Fund does not pay ISCs; however, where applicable, the driver data for this fund is combined with the
General Fund data for collection purposes. Utility Billing will no longer pay ISCs directly; instead drivers
will be allocated directly to the utilities. The following drivers were used to determine one or more of
the ISCs for FY 2020/21:

e Size of operating budget — based on the FY 2019/20 Adopted Budget. Some items are exempt
from this calculation as noted in the description of each internal service charge.

e Size of payroll — based on the FY 2019/20 Adopted Budget

e FTE and LTE (full-time employee and limited-term employee equivalent) — based on the FY
2019/20 Adopted Budget

e Square footage of facilities — square footage occupied by a program area on July 1, 2019

e Number of computers — number of computers assigned to a program area on July 1, 2019

e Number of telephones — number of phone lines assigned to a program area on July 1, 2019

e Number, classification, and maintenance costs (three-year average) of vehicles and equipment —
assigned vehicles and equipment as of July 2019

e Fuel usage — average usage from the last three completed fiscal years

e Attorney hours — average number of hours in the last three completed fiscal years

e Property values — insured value of city-owned property as of July 2019

e Equipment replacement — number and type of vehicles and equipment and anticipated
replacement costs

e Computer replacement — number and type of computers and anticipated replacement costs
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Driver Methodology Changes

The methodology used to calculate drivers typically remains consistent from year to year. After careful
review, driver allocations that no longer accurately reflect the proportion of services delivered in the
long-term are recalculated.

e Vehicles: Expanded list of vehicles to include trailers and other equipment to better reflect
number, classification and maintenance costs of current Fleet workload. The existing list of
vehicles and equipment was also reviewed and updated for consistency in vehicle/equipment
classification.

e IT: The IT driver was formerly calculated using FTE, computers, and phones. Due to staff
transitions and inventory system changes, an accurate count of computers is not currently
available. To determine FY 2018/2019 computer counts, telephone line counts were used as a
starting point and then adjusted based on known computer numbers. The resulting allocations
are similar to previous ISC calculations.

Driver Changes

The drivers are updated each year to reflect the most current data available. Such updates may have an
impact on the proportion collected from an individual program area for a specific support function.
(Note: Since drivers are based on prior year’s data, the information in this section primarily reflects
changes between FY 2018/19 and FY 2019/20.)

For FY 2020/21 major changes include:

e Size of operating budget — The Transportation operating budget increased primarily due to
additions for mast arm and pavement projects. Rental Inspection, Infrastructure Development,
and Community Development all saw greater proportional growth compared to other funds.
Parks, Wastewater, and CDBG/HOME Urban Renewal saw decreases in reallocated budget.

e FTE/LTE —The personnel counts of many program areas have shifted, including Community
Development and Environmental Services, with Transportation seeing the largest increase of
DES divisions due to increased staff to support pavement projects.

e Square footage — No significant change in square footage for any funds.

e |T—Police and Fire saw a slight increase in telephone/IT equipment numbers as a result of
updated information from the telecommunications replacement project and MDC replacement
project. Numbers for other departments remained mostly constant.

e Number and classification of vehicles — The average maintenance costs for fire apparatus grew
more than other vehicle maintenance categories as a result of increased service levels and
contracted services costs, resulting in an increase for Fire. Higher equipment counts,
classification adjustments, and other driver changes drove an increase for Wastewater,
Transportation, and Parks. Police saw a decrease in part due to methodology changes, including
the addition of additional equipment (e.g. trailers) to the vehicle list.
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